*^^ P^^-^-lcLic^^c^ ^ A^cjU f^ -iS/^ 
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Protocol Language 

^^China shall, upon accession, comply with the TRJMs Agreement, without recourse to iay- 
frmaitiuupuii^J. China shall eliminate and cease to enforce trade^d foreign exchange 
balancing requirements, local content and export perfonnance requirements made effective 
through laws, regulations or other measures. Moreover, China will not enforce provisions of 
contracts imposmg such requirements. Without prejudice to the relevant provisions of this 
mtocol, China shall ensure that the distribution of import licenses, quotas, tariff-rate quotas, or 
any other means of approval for importation, the right of importation or investment by national 
and sub-national authorities is not conditioned on whether competing domestic suppliers of such 
products exist or on perfonnance requirements of any kind, such as local content, offsets, the 
transfer of technology, or the conduct of research and development in China 
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Product-Specific Safeguard 

^ ■ ^" ""TrlX^T r'^''''' °f Chinese origin are being imported into the territory of 
any WTO Member in such increased quantities or tmder such conditions as to 
cause or threaten to cause market disruption to the domestic producers of like or 
directly competitive products, the WTO Member so affected may request 
corisultations with China with a view to seeking a mutually satisfactory solution, 
including whether the affected Member should pursue application of a measure 
r S?^ ^ Agreement on Safeguards. Any such request shall be notified to 
the WTO Committee on Safeguards. 



2. 



-^Im^ m 



0^,^ 



If, m the course of these bilateral consultations, it is agreed that imports of 
Lhiqese ongm are such a cause and that action is necessary, China shall take such 
action as to preyent or remedy the market disruption. Any such action shall be 
notified to the WTO Committee on Safeguards. 

If consultatioris do not lead to an agreement between China and the WTO Member 
concerned within 60 days of the receipt of a request for consultations, the WTO 
Member affected shall be free, in respect of such products, to withdraw 
concessions or otherwise to limit imports only to the extent necessary to prevent 
or remedy such market disruption. Any such action shall be notified to the 
Committee on Safeguards. 

Market disruption shall exist whenever imports of an article, like or directly 
compet,t,ve with an article produced by the domestic industry, are increasing 
rapidly, eiAer absolutely or relatively, so as to be a significant cause of material 
injury, or direat of material injury to the domestic industry. In determining if 
market disruption exists, the affected WTO Member shall consider objective 
factors, including the volume of imports, the effect of imports on prices for like or 
direcUy competitive articles, and the effect of such imports on the domestic 
industry producing like or directly competitive products 

^k?n?c T'*'?77^n "^"^^^ P^"^o paragraph 3. the WTO Member 
tolang suchWn shall provide reasonable public notice to all interested parties 
.^^j^vidg^pportuni^ for importers, exporters and other interested parties to 
il.^ K r'^^^r'^'^'"'" on^ntLdierui llOL t he ap ifetioni.f^TTLufe7 
*™te ^^ Public interest. The WTO Member shall provide written noti'^of 
lelSEision to apply a measure, including the reasons for such measure and its 
scope and duration. 

1'^?''" 'k'" "'''''' ' ""''"" t""'""' '° "W^ Section only for such period of 
time as may be necessao. to prevent or remedy the market disniption. If a 
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UNcus§flNittNTIAL 

measure is taken as a result of a relative increase in the level of imports, China has 
the nght to suspend the application of substantially equivalent concessions or 
obligations under GATT 1994 to the trade of the Member applying the measure, if 
such measure remains in effect more than 2 years. However, if a measure is taken 
as a result of an absolute increase in imports, China has a right to suspend the 
application of substantially equivalent concessions or obligations under GATT 
1994 to the trade of the Member applying the measure, if such measure remains in 
ettect more than :, years. Any such action by China shall be notified to the 
Lommmee on Safeguards. 

In critical circumstances, where delay would cause damage which it would be 
difficu U to repair the WTO Member so affected may takef^ventivror romodial 
ytioaproviaimialiyi ln this case, notification of the measfetaken to the WTO 
^Sa^jJ^iUiuJL^ TTT^ on Safeguards and a request for bilateral consultations shall be 

^^^^ effected immediately thereafter. The duration of the provisional measure shall 

/ykjLl<UJJiX- not exceed 200 days during which the pertinent requirements of paragraphs 1 . 2 

QAAJ^^iuu^^^Ot^ ^ T ft ""?■ "^^ '^"'''^°" ^^'"y provisional measure shall be counted 
fUM^Uu^t^ii^ toward the period provided under paragraph 6 

i^MJUy^yu^t^^ If a WTO Member considers that an action taken under paragraph 2, 3, or 7 causes 

X..*«^ and the WTO Member or Members concerned within 60 days after the 

-^^^^ . notificatron, the requesting WTO Member shall be free, in respect of such 

t*^'^ J P'"''"". 'o^thdraw concessions or otherwise limit impoL to t^ ex en. 

""Tt^ r^^cr-rnX^u::^^'^"^'"- -'>-o"--::iedto 

^i^f^l^luJbZU^U , f^vu^ iKftfcfi/ ■tujtf'lv/C. yt^rj qfftr Cn-hry 
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CONFlDENTlftL 

UNCUSS/F/ED 



J .-f 10 



CONFIDENTIAL 

Protocol Language UNCLASSIFIED 

Price Comparability in Determining Dumping and Subsidization 

Tn?l^"'^AZ^r^n^'^i^ *^^ ""^"y fundamental market-based reforms that China has made to its 
econorny. Article VI of the General Agreement on Tariffs and Trade 1994 (GATT 1994) the Aqreement 

AC e?mentr?:?;'H°?^'"' ^' °' ""' ^""^"' ^^^^^--^ °n tariffs and T^de 1994 (Antrdum^ing 

^ n?o.?H ^" f .'^9'®^'"^"^ °" Subsidies and Countervailing Measures (SCM Agreement) shall apply 

-n proceedings involving imports^^^ese^origin into a WTO Member consistent with the following: 



^ (o^) 



mo-^iinoSSo Mlmh ""T'^"'"? ""?^^'^'« VI of GATT 1994 and the Antidumping Agreement, the 
moth^ ^ 2 "^f ^'"''«;«Vuse erther Chinese prices or costs for the industry under investigation or a 
fo«2g m/ '^ " °" ^ ^^"^ comparison with domestic prices or costs in China based on the 



LrtlZ 7 .!' investigation can cleariy show that market economy conditions prevail in the 
monrt^o^^^^^ ! I'ke product with regard to the manufacture, production and sale of that product, the 
irnporbng WT O Member sha ll use Chinese prices or costs for the industry under investigation in 



-^gggO^^gg^^^^ with regard to the manufacture, production and sale of th;.f produc^e 

in lJSctes?4faM4r"b?T4rcf ' h;!'!^' V °'''' ^'^'^ '"S^""'"^"^- ^^^" ^'^d^^s^'^S ^"bsidies described 
LT^ arf soeda, dX ".i ill ■ Th ^^^1 '"""""* P"'"'"^"' °^ ^^^ ^^^ ^S^^^-^^"' ^l^ali apply; however, if 
or denSv1no?nri l=i '"I '' ^PP'"^^*'^"- '^^ "^Po^ing WTO Member may tiien use meLdologies 
P^«f =Sh r«„H . '"^.^="""9 ^^« ^"bsidy benefit which take into account the possibility that prevailing 
SodSlooTes wher^^^^^^ may not always be available as appropriate benchmariS. In applying such 
r^nlr rf ■ practicable, the importing WTO Member should adjust such prevailing teirns and 

conditions before considering the use of terms and conditions prevailing outside Ch^a 

Ihe cSmSp nn ^° '^^'""^'^hall notify methodologies used in accordance with subparagraph (1) to 

lubparaaT^toHo th^r?'"^^^ "'"" "^^'^^ '"«''^°^°'°gies used in accordance witS ^ ^ 

suoparagraph (2) to the Committee on Subsidies and Countervailing Measures. 

(4) [Duration] 
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Non-Market Economy Duration 
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(4) Once China has established, under the national law of the i^pertmgWTO Member, that X 

It is a market economy, the provisions of subparagraph ( \&\\ be terminated, In any^^-T %^ 
eyent,the provisions of subparagraph ( 1 Ishall expiret^jj^ years after the d^te oi<^'^^^ f, r 
<jip«eA' m. In addition, should China establish, pursiiantto the national law ^the \tfo force 
importing WTO Member, that market economy conditions prevail in a partfcular indusA 0^ Hiif 
or sector, the non-market economy provisions of subparagraph ( 1 ) shall ifo longer applyV J_- I 
to that industry or sector. / / //n>7T3 Cbf 
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ynn<\.eiAJ/Le4 MiyO-Kl^cry^ (E/U,^M<fg!Lx 



Lavjuv^-A/ 
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Prcoco. Language COHfiS^I^ 



SS/F/Eo 



Subsidies and State-Owned Enterprises 

For purposes of applying Article 1.2 and Article 2 of the Agreement on Subsidies and 
Countervailing l\/leasures. without prejudice to Articles 8.2(a), 8.2(b) and 8.2(c) of the SCM 
Agreement, subsidies provided to state-owned enterprises will be viewed as specific if. inter 
alia, state-owned enterprises are the predominant recipients of such subsidies or state-owned 
enterprises receive disproportionately large amounts of such subsidies. 



CONFIDENTIAL 

UNCLASSIFIED 
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CONFIDEfONbLASSiRED 

Working Party Report Language on Commercial Operation of State-Owned 

and State-Invested Enterprises 

XX. In light of the role that state-owned and state-invested enterprises play in China's economy, 
Members expressed concerns about the continuing governmental influence and guidance on the 
decisions and activities of such enterprises relating to the purchase and sale of goods and 
services. Such purchases and sales should be based solely on corftinercial considerations, without 
any governmental influence or application of discriminatory measures 
In addition, Members indicated the need for China to clarify its understanding of the types of 
activities that would not come within the scope of Article III :8(a) of GATT 1 994 For example 
any measure relating to state-owned and state-invested enterprises importing materials and 
machinery used m the assembly of goods which are then exported or otherwise made available 
for commercial sale or use or for non-governmental purposes would not be considered to be 
government procurement. 

XX. The representative of China emphasized the evolving nature of China's economy and the 
significant role of foreign-invested enterprises and the private sector in the economy. Given the 
increasing need and desirability of competing with private enterprises in the market, decisions by 
state-owTied and state-invested enterprises had to be based on commercial considerations as 
provided m the WTO. 

XX The representative of China confirmed that China would ensure that all state-owned and 
state-invested enterpnses will make purchases and sales based solely on commercial 
considerations, e.g. price, quality, marketability, availability, and that the enterprises of other 
WTO members will have an adequate opportunity to compete for sales to and purchases from 
wnnM Tfl " °" "°"-difcriminatory terms and conditions. In addition, China's govemmem 
would not influence, directly or indirectly, commercial decisions on the part of state-ow^ed or 
state-invested enterpnses, including the quantity, value or country of origin of any goods 
tE'^mr^itoenls^''"^^ '" ^ "''^'' consistem with the WTO. The Working Party took note of 

Gove!;!lnt f ^''^ '^"'' T^"^""' P^'J"'^'"' '° ^^""'^ "^^^^ ^" ^^« negotiations in die 
Govemmem Procurement Agreement, all laws, regulations and measures relating to the 

LTe'Td^clion of rr;' "' state-invested enterprises of goods and services'for commercial 
^nnc-r^f K ^ ' ^°' commercial sale or for non-govemmental purposes would not be 
considered to be govemmem procurement. Thus, such purchases or sales would be subject to the 
provisions of Articles II, XVI and XVII of the GATS and Article III of GAm994 T 
Working Party took note of this commitment. '^ x i i ^^h. i ne 

^an.frr?f^t''rT"'"^ '°"''™ '^°"' ''^'' regulations and measures in China affecting the 
ofThfw K P ^^' '" '"^^'"'^ '" ^' '°''''''' of investmem decisions. Moreover. Members 

incfudil Lvelt^^ "'""f """" f °"^ "^""" ^^"^"•^'^"S *^ -"P^ of benefits, 
includrng mvestmen approvals, upon technology transfer. In their view, the terms and 

ll^irtL nS^^^^^^ ^"''"' ^"^'^r ^ ^" ^^ ^°"^^^ °^- '"-^--t, Iu?d be agreed 
between the parties to the mvestmem without government interference. The government should 

7 of /f commmi ,, 

UNCLASSIFIED^ 



not, for example, condition investment approval upon technology transfer. ^ ^^Ij^^'^^^^^^^^^ 




XX. China confimied that it will only impose, apply or enforce law^^gulations or measures 

relating to the transfer of technology, production processes, o^rtJ^proorietarv knowledae to an 

Trt'e r1 ^'^ ;f ^"^^ ^" "^ ^r ^°^ ^^' ^^ g^««i«^th the mo Agreements Jn 
Trade-Related Aspects of Intellectual Property^ghts and^ade-Related Investmem Measures. 
Lhma confimied that the terms and conditions of technology transfer, production processes or 
other propnetaiy knowledge, particularly in the context of an investment, will be agreed between 
the panics to the investment. The Working Party took note of these commitments 
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i^U24^ 






products originating in Chi~ it™ ^ .mports of textiles and det^HBg c,f^^ 

China to the WTO shall be noXd o 1 r-vr;?" w '*' P""' ^° *^* '^^^^ ^^ t^« accession of 
levels for the purpose SatL^^^^^^^^^ - ^-g the base 

[Clothing. For such Members, the phrL^^dav orio^t th! w ! ^ '^^'"'"'"^ °" ^^'^^^"^ ^^ 
Weement." contained in Article 2 1 S^K./i '^'^^ °^''''^'y ^^'*° ^^^^e of the WTO 

'^ refer to the day prior tothe d^'' f ac« s^^^^^^^ ?°^"8 shall be deemed 

icrease in growth rates provided for in IScS 2\^Z ?i . Jl\ ^° "^"^ ^*^« ^«^«J^' ^^^ 
tlothing shall be applied, as mx^^tto^^^l^^^^^^ '^"^ Agreement on Textiles and 



/' 



(A) l( 



I 



(B) 



(C) 



P) 



(E) 



apparel products covered by the Tereement^n t ^*!f of Chinese origin of^tiles and 
WTO Agreement entered S^^ffortfarrdl t JmT^^^^ "^^ ^^ ■ '^'"« " °^^^ ''"^ ^^« 
the orderly development of trade in thes; Zl^^^^.t'^^t'''' '^'""^^'^^S '^ ''"P'^de 
consuhations with China with a v ew to «^,;nf " * "? "'"''''' "^'y ^^^"«« 
Member requesting consuhlSfp oTd cS^ Se7^^^^^^ ''™^'°'^-. ?^ 
detailed factual statement of reasons and iuidficM5nn: ? • °^*^' '^"1""^' ^^^^ * 

with current data which in the v ew n?thi • " v°' "' "^"^'t for consultations 

threat of market disnlp S^^^ CD the existence or 

disruption. . ^ ^ ^"® ^"^ of products of Chinese origin to that 

of such re,u«t.t„,e„ ^'adTby Sl^tS^^^^^ """" '° ''^' "'"■' -'*' 

«tt80rie.) d,ov. the amount entied d„S ft^ K it'SJ'"? ?"• "°'" ""''''« 
month, p„cedin, the month in wHch ^^X'^^C^tTZr" " 

fnsSXit^n'JetthVS^^^ 




? 0. ;^cof«W|,^m^. 




l.L'IN'i !D^ 



in the year at the time of the request for consultations, for the period endina 12 months 
after the request for consultations. 

(F) No action taken under this provision shall remain in effect beyond one year, without 
reapphcation, unless otherwise agreed. 

The Working Party took note of these commitments' 
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Working Party Report Language On Services 



XX. China confinned that, while it had limited its market access commitments in some sectors to 
permit foreigners to hold only a minority equity interest, a minority shareholder can enforce, 
under China's laws, regulations and measures, rights in the investment. Moreover, WTO 
Members will have recourse to WTO dispute settlement to ensure implementation of all 
commitments in China's GATS schedule. The Working Party took note of these commitments. 
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